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PART I. The Economic Outlook and Liquid Asset Position of Consumers
 1
On balance, consumers appear to have improved
their financial positions in 1950. Annual personal
income rose considerably more than prices from
average 1949 levels. The number of persons own-
ing liquid assets increased by 3 million, the num-
ber that spent more than their incomes (dissaved)
declined for the first time in the postwar period,
and purchases of new houses, automobiles, and
other major durable goods set new records.
Price rises in the latter part of 1950 and in early
1951, however, tended to offset previous income-
gains so that there was little change in the income-
price relationship between early 1950 and early 1951.
Although this was true on the average, many per-
sons were adversely affected by rising prices.
Consumers were not very optimistic concerning
their income prospects in relation to expected price
rises. Many people felt that times were not favor-
able for the purchase of major durable goods, pri-
1This is the first in a series of articles presenting the
results of the Board of Governors' Survey of Consumer
Finances in 1951. Other articles will appear in succeeding
issues of the BULLETIN.
From the Board of Governors, general supervision of
the survey has been under the direction of Ralph A. Young,
Director of the Division of Research and Statistics, and of
Homer Jones, Chief of the Consumer Credit and Finances
Section of the Division. The Division of Research and
Statistics has responsibility for planning the over-all con-
tent of the survey, analyzing survey results, and preparing
the special articles reporting survey findings that appear
in the BULLETIN.
From the University of Michigan, Rensis Likert, Director
of the Institute for Social Research, and Angus Campbell,
Director of the Survey Research Center, were in general
charge of the survey. The Survey Research Center is a
division of the Institute for Social Research of the University
of Michigan. Responsibility for detailed planning and
supervision of the survey, including interviewing, editing,
tabulation of survey results, and preparation of Survey
Research Center studies was carried by George Katona in
collaboration with John B. Lansing of the Survey Research
Center staff. Charles F. Cannell served as head of the field
staff and Leslie Kish as acting head of the sampling section
of the Center.
The present article was prepared by Irving Schweiger
of the Consumer Credit and Finances Section of the
Board's Division of Research and Statistics. The author
has necessarily maintained a close working relationship
with the staff of the Survey Research Center at all stages
of his work, and his analvsis of the survey tabulations has
had the benefit of many suggestions from the Center's staff,
particularly E. Scott Maynes, Marion Walsh, and Harold
Guthrie.
marily because prices were too high. This view
was widely expressed even though very few people
expected prices to decline in the near future. These
last factors were reflected in the reduced number
and greater uncertainty of consumer plans to pur-
chase durable goods and housing.
It is possible that incomes may rise more than
was anticipated by consumers early this year, and
prices less. Also, people may become accustomed
to the new high level of prices. If such is the case,
consumer buying in the latter part of 1951 may
exceed the volume indicated by consumers earlier
in the year.
It is significant, nevertheless, that the majority of
consumers are not disposed to reduce savings in
order to acquire goods in anticipation of price
advances. Moreover, they continue to prefer savings
bonds and bank deposits to real estate and common
stock as outlets for current savings. Even though
the small number preferring real estate or common
stock has increased somewhat over the past two
years, the chief reason given for this preference was
the higher return these assets were believed to yield.
These attitudes make the task of controlling infla-
tionary pressures less difficult than it would other-
wise be.
This article, the first in a BULLETIN series, pre-
sents the findings of the sixth annual Survey of
Consumer Finances sponsored by the Board of
Governors of the Federal Reserve System and con-
ducted for the Board by the Survey Research Cen-
ter of the University of Michigan. The article is
devoted to the general financial position of con-
sumers, to changes in consumer attitudes on eco-
nomic matters during the past year, and to owner-
ship and use of liquid assets. Subsequent issues of
the BULLETIN will contain articles analyzing con-
sumer expenditures during 1950 and buying plans
in 1951 for major durable goods and houses,
changes in the distribution of income since the
1950 survey, consumer saving patterns during 1950,
and changes in holdings of nonliquid assets.
2 A
2 Previous surveys were conducted for the Board of
Governors early in 1950, 1949, 1948, and 1947 by the
Survey Research Center and the results of those surveys
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preliminary report on particularly timely informa-
tion was published in the April 1951 BULLETIN.
SUMMARY OF PRINCIPAL SURVEY RESULTS
Financial position of consumers in early 1951.
1. The rapid increase in aggregate personal
money income during 1950 was reflected in the
survey finding that the number of consumer units
that reported higher earnings early in 1951 set
a record for any year in the postwar period. Nearly
half of the sample, representing about 25 mil-
lion of the approximately 53 million consumer
spending units in the population, reported having
a higher rate of earnings in early 1951 than a year
earlier. Lower rates of earnings were reported by
about one-fifth of the cases, representing close to
10 million spending units.
2. Widespread increases in consumer incomes
were apparent in the substantial rise in the median
(middlemost) income. This rose to $3,000 in
1950 from about $2,700 in 1949, an increase of
more than 10 per cent. This compares with an in-
crease in the annual average of consumer prices
of about 2 per cent from 1949 to 1950, as measured
by the Department of Labor. Thus, for the year
as a whole, consumer incomes rose more than prices.
However, sharp price rises late in 1950 and early
this year offset previous income gains. In January
1951, both average personal income and consumer
prices were approximately 9 per cent higher than
a year before, according to data issued by the De-
partments of Commerce and Labor.
3. The proportion of spending units that felt
they were worse off than a year earlier was some-
what larger in early 1951 than in early 1950 and
was almost as large as at the low point of the minor
recession of 1949. Such reports were more frequent
among all spending units except those with in-
comes of less than $2,000. Rising prices were the
chief reason given for this attitude.
4. For the first time in the postwar period, there
were reported beginning with the June issue of the
BULLETIN for those years. In 1950 as in 1951, a preliminary
report on certain key points was published in the April
BULLETIN. The first survey was made for the Board of
Governors early in 1946 by the Division of Program
Surveys, Bureau of Agricultural Economics, United States
Department of Agriculture. The Survey Research Center
staff currently in charge of the survey work was asso-
ciated with the Division of Program Surveys at the time
of the first survey. Results of that survey were reported
in the June, July, and August 1946 issues of the BULLETIN
under the general title "National Survey of Liquid Assets."
was an increase in the proportion of consumer
spending units owning liquid assets (United States
Government bonds, savings and checking accounts,
and savings and loan shares). The rise was not
large (from 69 to 72 per cent) but it reversed a series
of declines that had begun in 1947 when 76 per
cent of spending units held some liquid assets.
5. The frequency of dissaving (spending more
than income) was slightly less in 1950 than in 1949,
approximately 32 per cent compared with 34 per
cent. This reversed the heretofore unbroken post-
war rise in the number of dissavers. The reduc-
tion in dissaving in 1950 was wholly concentrated
within the half of the population with incomes
less than $3,000. Consumers with incomes of $3,000
or more dissaved more frequently in 1950 than
in 1949. These developments partly reflected the
virtual elimination of unemployment and the im-
proved position of farmers in 1950. Dissaving
among farmers, a group with relatively low
money incomes, fell from about 42 per cent in 1949
to 32 per cent in 1950. The increased dissaving of
higher income units may have been partly due to
accelerated purchases of durable goods stimulated
by the fear of shortages and price rises following the
Korean outbreak. Also, persons in this group paid
substantially higher income taxes in 1950.
Consumer expectations and attitudes.
6. In early 1951, higher incomes in the coming
year were expected by 4 in every 10 consumers
while lower incomes were expected by only 1 in 10.
7. Consumers were more generally agreed on
the trend of prices in the coming year than at the
time of any previous postwar survey. Approxi-
mately 7 of every 10 spending units thought that
prices would rise. Very few believed that prices
would fall. Despite the belief that prices would not
fall, about one-half of all consumers said that this
was a bad time to buy durable goods, principally
because prices were too high. About one-third
of all consumers thought that this was a good time
to buy, before prices went higher or shortages
developed.
8. The recent rise in prices has not affected
greatly people's preferences for various types of
assets. United States savings bonds continued to
be by far the most popular consumer choice for
investment of current saving but led by a some-
what smaller margin than in the past. In early
1951, real estate and common stocks together were
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the first investment choice of 2 in every 10 spending
units with incomes of $3,000 or more.
9. Somewhat over half of the consumers who
had plans for funds received from savings bonds
maturing in 1951 and 1952 intended to reinvest
directly in savings bonds and another fifth intended
to acquire some similarly noninflationary invest-
ment.
10. Viewed as a whole, survey data indicate
three significant consumer reactions to the sharp
rise in prices during 1950 and anticipated further
rises in 1951. First, the price factor was reported
by many consumers as a serious deterrent to
purchasing large durable goods. Secondly, a major-
ity of consumers felt that their financial situation
had worsened or remained unchanged. This re-
action is important because it reflects the adverse
and uneven incidence of inflation and also because
of its effect upon consumer demand. Thirdly,
rapid advances in prices evidently contributed to
some shift in consumer investment preferences to-
ward real estate and common stock. These were
believed to yield a higher return which would tend
to maintain real income.
Consumer purchases and buying plans for durable
goods and houses.
11. Purchases of automobiles and other durable
goods broke all previous records in 1950, as did
the number of buyers of these goods. Survey data
indicate that about 13 million spending units
purchased automobiles (new and used) in 1950
and that approximately 22 million bought other
selected durable goods, such as furniture, refriger-
ators, radio and television sets, washing machines,
and other large household appliances. Consumers
at all income levels bought cars with greater fre-
quency in 1950 than in 1949. The increase in
purchases of other durable goods was accounted
for primarily by a greater volume of buying by
consumers in the upper half of the income distri-
bution ($3,000 or more).
12. The expanded volume of purchases of auto-
mobiles and other major durable goods was accom-
panied by little or no change for the year as a whole
in the proportion of consumers that bought on time.
13. Survey data are consistent with other indica-
tions that the number of both new and existing
houses purchased for owner-occupancy was some-
what larger in 1950 than in 1949. The increase was
largely due to stepped up rates of buying by con-
sumers with incomes of between $2,000 and $3,999.
As in previous years, veterans bought houses with
almost twice the relative frequency of nonveterans.
14. The number of people considering the pur-
chase of a house was about as large in early 1951
as a year earlier. Two major differences were
evident, however. This year fewer consumers were
definite about their plans, especially with regard to
new house purchases. The proportion of all pros-
pective purchasers intending to buy existing houses
was larger than last year. Despite a reduction
from the record year of 1950, close to 1 million
spending units had fairly definite plans to purchase
new houses during 1951. Regulation of real estate
credit was indicated as being of some importance
in changing buying plans. Uncertainty as to
availability of materials, quality of construction,
prices, and credit also probably influenced buying
plans to a greater extent this year than last. The
proportion of veterans with definite plans to buy a
house during the year was smaller than in 1950,
while there was no change for nonveterans. How-
ever, the proportion of veterans that planned to buy
a house was still about twice that of nonveterans.
15. Consumer plans to purchase automobiles
during the coming year were substantially fewer
at the beginning of 1951 than a year earlier. The
decline in plans to purchase used cars was not
large but there was a decided drop in the number
planning to buy new cars., This decline may have
been partly due to a widespread belief that this
is not a good time to buy major consumer goods
because of high prices and other reasons. Personal
financial reasons also appear to have been of
importance. Other factors which may have con-
tributed to this contraction of buying plans were
the expectation of production cutbacks because of
defense requirements and other special programs,
the record volume of earlier postwar purchases and
anticipatory buying during the summer and fall
of 1950 and early winter months of 1951, regulation
of consumer instalment credit, and a real shift
in consumer preferences in allocating disposable
incomes.
16. There appeared to be little or no decline from
early 1950 in the number of consumers planning
to buy at least one selected durable good other
than an automobile, although there was less cer-
tainty of these purchases than a year ago. Only
in the case of radios was there apparent a slight
increase in demand compared with a year ago,.
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Demand for television sets appeared to be down
slightly. These expressions of buying intentions
indicated that consumer demand for selected dura-
ble goods had returned to approximately the level
prevailing prior to the outbreak of fighting in
Korea. In the absence of incidents setting off
new waves of scare buying or of price or income
developments not anticipated by consumers, the
survey indications are that demand for major con-
sumer goods will be substantially smaller in 1951
than the annual rate of purchases in the second
half of 1950.
GENERAL COMMENT ON SURVEY METHODS
The general methods employed in this sixth
Survey of Consumer Finances were similar in every
major respect to those applied in the five previous
surveys. The field work was carried out largely
in the first two months of the year. Accordingly,
the survey findings must be interpreted with special
reference to that period. Approximately 3,400
interviews were taken in 66 sampling areas dis-
tributed throughout the country.
As in previous surveys, the interview unit was
the consumer spending unit, defined as all persons
living in the same dwelling and related by blood,
marriage, or adoption, who pooled their incomes
for their major items of expense.
3 Sampling
methods also permit tabulation of many survey
results on a family basis, and some of the results
will be presented on this basis.
4
In sponsoring the Survey of Consumer Finances,
the Board of Governors continues to emphasize the
experimental nature of this relatively new approach
in obtaining current information on consumer fi-
nancial patterns. The methodology and techniques
used are believed to be among the most adequate
known at the present time. Considerable further
experience, however, derived from surveys repeated
\inder varying economic conditions, together with
further careful statistical and analytical testing of
results, will be needed before this type of research
can become of maximum usefulness. In this regard
sIf people contributed more than one-half of their income
to the family, it was considered that they pooled their income.
In addition, the wife of the head of the family, or a family
member under 18 years of age or earning less than $10
a week, was always considered a member of the main
spending unit.
* Families are defined as all persons living in the same
dwelling unit who are related by blood, marriage, or
adoption.
it should be noted that the data pertaining to plans
for the future should be used with greater caution
this year than in previous years because of the in-
creased uncertainty in consumers' minds resulting
from certain major factors that affect buying plans,
such as probable availability of supply and the like.
Survey findings represent only one body of data
indicative of current tendencies in the economy
and should always be viewed along with the wealth
of other statistics reported currently through vari-
ous governmental and private organizations.
For a discussion of the sampling limitations of
the survey, see the technical note at the end of
this article.
FINANCIAL POSITION OF CONSUMERS
At the beginning of 1951, somewhat more con-
sumers reported that they were financially worse
off compared with a year earlier than said they
were better off. The difference was not large, how-
ever (see Table 1). The increase in reports of less
TABLE 1
CHANGE IN FINANCIAL SITUATION OF CONSUMERS
Change from
year earlier
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1 The question was: "Would you say that you people are better
off or worse off financially than you were a year ago?"
2 No cases reported or less than one-half of 1 per cent.
8 Data refer to nonfarm spending units only, except for early
1951 and July 1949 when all units are included. The question
was: "Are you making as much money now as you were a year
ago, more or less?"
* Data not available.
favorable financial position compared with a year
earlier was wholly due to the greater frequency of
reports of this nature by consumer spending units
with incomes of $2,000 or more (see Table 2; and
see Table 19 at the end of this article for occupa-
630 FEDERAL RESERVE BULLETIN
Federal Reserve Bulletin: June 19511951 SURVEY OF CONSUMER FINANCES
TABLE 2
CHANGE IN FINANCIAL SITUATION WITHIN INCOME GROUPS
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1 Change reported in interviews during January, February, and early March of year indicated,
a Money income of spending units in year prior to year indicated.
3 No cases reported or less than one-half of 1 per cent.
tional groups). These consumers appeared to be
especially sensitive to the effects of price rises upon
their financial positions. This reaction is important
for its effect upon consumer demand. Consumers
who feel financially worse off plan to buy major
durable goods with considerably less frequency
or are less certain of their plans than are other
consumers.
Rising prices during 1950 were the reason given
most frequently for this personal evaluation, having
been mentioned by nearly every consumer who felt
that he was worse off. Higher taxes and larger
personal debts were other relevant factors reported
more frequently in this connection this year than
previously.
The feeling on the part of a majority of con-
sumers that their net financial positions had not
improved, and might even have worsened, occurred
despite a substantial improvement in money in-
comes. Nearly half of all consumer spending units
reported earning more money in early 1951 than
a year earlier and only about one-fifth reported
earning less money. The extent to which rising
prices (as well as other factors) offset higher money
incomes is reflected in the finding that only about
half of all spending units with higher money in-
comes than in the previous year reported feeling
financially better off. The corresponding propor-
tion in early 1950 was 70 per cent (see Table 3).
Consumer prices, as measured by the Department
of Labor, rose 9 per cent in the year ending Janu-
ary 1951. This approximately offset the 9 per cent
rise in the annual rate of aggregate personal income
after taxes indicated by Department of Commerce
data for this period. On the average, therefore,
prices and incomes rose at about the same rate,
TABLE 3
RELATION BETWEEN CHANGE IN INCOME AND CHANGE IN
FINANCIAL SITUATION
 X
[Percentage distribution of spending units having
















































































1 Comparison of change from a year earlier in a spending unit's
current level of income and in its opinion of its own financial
situation. Excludes spending units that did not indicate whether
their rate of income was higher or lower than a year earlier, and
in 1950 also excludes all farmers. For questions asked, see Table 1.
2 No cases reported or less than one-half of 1 per cent.
although the price increases affected everybody
while only half of all consumers received increases
in income.
While there was no improvement in early 1951
compared with a year earlier in the average in-
come-price relationship, there was an improvement
when the whole year of 1950 was compared with
1949. Personal income was more than 10 per cent
higher in 1950 than the previous year, as is indicated
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by the rise in median annual money income of
spending units from $2,700 in 1949 to $3,000 in
1950 (see Table 4). The annual average of con-
TABLE 4
INCOME GROUPING OF SPENDING UNITS *
[Percentage distribution]






















































1 Income data for each year are based on interviews during
January, February, and early March of the following year.
sumer prices, on the other hand, rose about 2 per
cent from 1949 to 1950. This gain in purchasing
power contributed to the decreased dissaving, in-
creased number of liquid asset holders, and ex-
panded volume of durable goods purchases in 1950.
Sharp rises in prices late in 1950 and early this year
offset earlier income gains, as has been noted
previously.
FINANCIAL EXPECTATIONS OF CONSUMERS
Early in 1951 consumers expected that the com-
ing year would be generally similar to the past
year so far as changes in incomes and prices were
concerned. This attitude, together with consumer
attitudes toward changes in financial situation dur-
ing 1950, seems to warrant the inference that con-
sumers generally viewed further inflationary trends
with considerable concern. It is significant, how-
ever, that they were not reacting in a manner that
would increase inflationary pressures appreciably,
as is indicated by their attitudes toward purchases
and their investment preferences.
Incomes. Expectations of higher incomes in the
coming year were somewhat more frequent early
this year than at the beginning of 1950 (approxi-
mately 4 in 10 as compared with 3 in 10) and
almost as frequent as the number of actual income
increases obtained by consumers during 1950.
Nearly 4 in 10 consumers expected no change in
income during 1951, more than 1 in 10 expected a
lower income, and another 1 in 10 expressed
uncertainty about the future. (See Table 5 and
Table 20 at the end of this article for additional
details.)
Prices. There was greater unanimity of opinion
concerning the trend of general consumer prices
in the coming year in early 1951 than was found
in any previous survey in the postwar period.
Approximately 7 units in every 10 thought prices
would go up during the year. Almost nobody
expected prices to go down during the year.
Imposition of price controls at the end of January
TABLE 5
EXPECTED CHANGE IN CONSUMER PRICES AND INCOMES


































































































































1 In the July surveys the question was: "What do you think will happen to the prices of things you buy between now and the end
of the year?"; for the surveys early in the year the question was: "What do you think will happen to the prices of the things you buy
during the year—do you think they will go up, or down, or stay about where they are now?"
2 This group includes those giving conditional answers as well as those undecided as to future prices. Of spending units giving con-
ditional answers in early 1951, 9 per cent thought that prices would stay the same or rise, while 1 per cent thought prices would stay the
same or fall.
3 Data for 1947 are based on comparisons of expected incomes a year hence with current rate of income and so are not strictly com-
parable with data for other years, which compare expected annual incomes with past annual income.
632 FEDERAL RESERVE BULLETIN
Federal Reserve Bulletin: June 19511951 SURVEY OF CONSUMER FINANCES
1951 had little immediate effect on consumer price
expectations; opinions expressed in interviews taken
before and after the date that controls went into
effect showed no difference on this point. The
pattern of consumer price expectations was almost
identical among consumers in the various income
and liquid asset groups and was the same among
consumers irrespective of whether they thought
that war in the next few years was likely or
unlikely.
Belief that prices would rise during 1951 was
almost as widespread for large household items
(furniture, refrigerators, etc.) and automobiles as
for consumer goods in general (including food,
clothing, etc.). Very few consumers believed that
any of these prices would fall in the coming year
(see Table 6).
TABLE 6
PRICE CHANGES EXPECTED DURING 1951
BY TYPE OF CONSUMER GOOD
 1
[Percentage distribution of all spending units]
Expected price change
Increase












































1 Based on information obtained in interviews during January,
February, and early March 1951.
* Includes furniture, refrigerators, stoves, radios, television sets,
and similar items.
• Includes "some prices will stay the same, others will rise."
4 Includes "some prices will rise, others will fall."
6 Includes "some prices will fall, others will stay the same."
8 No cases reported or less than one-half of 1 per cent.
The fact that a substantially greater proportion
of consumers thought prices would go up than
thought their personal incomes would increase
helps to explain the lesser frequency and greater
uncertainty of consumer plans to purchase major
durable goods in 1951.
Good or bad time to purchase durable goods.
Taking all factors into account, approximately one
and one-half times as many consumers thought
that this was a bad time to make major purchases
as thought it was a good time. This attitude is con-
sistent with the finding that plans for major pur-
chases were fewer and more uncertain early in 1951
than early in 1950. By far the most important
reason for thinking it was a bad time to buy was the
already "too high" and rising price level. More
than twice as many consumers stated that condi-
tions were not favorable for purchasing major
consumer items because of the high level of prices
as said that it was a good time to buy before prices
went any higher. The number of consumers who
believed that purchases should be deferred or can-
celled because of prices was somewhat larger than
the combined group of persons who believed that
this was a good time to make large purchases
either because of expected future shortages or
potential price increases.
While the information obtained on whether or
not it was a good time to buy was ambiguous to
some extent, it is interesting that consumer answers
appeared to stress the attitude that prices were too
high in relation to what consumers considered a
proper price level. The emphasis was not on being
priced out of the market by lack of ability to pay,
but rather on consumer dissatisfaction with current
price levels. There did not appear to be much
connection between the belief that prices were too
high and the belief that prices would fall during
the coming year. It is plausible to expect that
consumers may become mentally adjusted to the
present level of prices if it continues for some time.
ATTITUDES TOWARD VARIOUS FORMS OF INVESTMENT
The current survey undertook to explore the
area of consumer investment preferences. Con-
sumers with incomes of $3,000 or more were asked
to choose the wisest placement for current saving
from among savings bonds, bank deposits, com-
mon stock, and real estate. It should be noted that
this refers to preferences, not plans for action,
although the two are certainly related.
Assets of fixed dollar value—United States sav-
ings bonds and bank deposits—continued to be the
type of holding most frequently preferred by this
group. Approximately 7 of every 10 rated one or
a combination of these two assets as their preferred
outlet for current saving. This was a somewhat
smaller proportion than in early 1949, when 8 of
every 10 spending units in this group expressed such
a preference. The decline was sharpest among con-
sumers with incomes of $7,500 or more, as can be
seen in Table 7. The lessened popularity of fixed
value assets reflected a substantial reduction in
the proportion of consumers preferring to place
current saving in bank deposits, a trend that was
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TABLE 7
PREFERRED INVESTMENTS WITHIN INCOME GROUPS *
[Percentage distribution of spending units]
Preferred investment




Assets of fluctuating money value...
Common stock
Real estate
Common stock or real estate


















































































































































1 The question asked of spending units with incomes of $3,000 or more was: "Now I have one last question about how people save.
Suppose a man has some money over and above what he needs for his expenses. What do you think would be the wisest thing for him to
do with it nowadays: put it in the bank, buy Government savings bonds with it, invest it in real estate, or buy common stock?"
2 Income groups relate to income in year prior to year specified.
3 Since in 1951 this information was requested on all farm schedules, and only one-half of the nonfarm schedules, the farmers were
entered at one-half their normal weight.
4 No cases reported or less than one-half of 1 per cent.
6 Approximations.
especially evident at the $5,000 or more income
level. Savings bonds continued as the most popular
form of investment, being preferred by approxi-
mately half of all consumers having $3,000 or more
income.
On the other hand, real estate and common
stock, assets of fluctuating value, doubled in popu-
larity between early 1949 and early 1951. Together,
they were the first choice of 2 in every 10 consumers
with incomes of $3,000 or more compared with
1 in 10 in early 1949. The increase in preference
for these forms of investment was marked at all
income levels.
As in previous years, the proportion of con-
sumers that preferred to invest in real estate or
common stock was considerably greater at the high-
est income level ($7,500 or more) than at lower
levels. By early 1951, preferences had so shifted
that approximately as many consumers in the high-
est income group favored fluctuating value invest-
ments as favored those of fixed value. In early
1949, the ratio had been 1 to 3.
It is significant that, although the proportion
favoring real estate or common stock has doubled
since 1949 from 1 in 10 to 2 in 10, the reason given
for this choice in the majority of cases was the high
rate of return on these investments. Only a mi-
nority were impressed with a need to hedge against
inflation. This combination of attitudes—of seek-
ing a high income return and of not attempting to
hedge against inflation—appears to impose a limit
on the amount that might be made available by
individual savers in the near future for investment
in nonliquid assets.
The psychological barriers to investing in real
estate and common stock have dwindled consider-
ably in only a two-year period. In 1949, as many as
3 in 10 consumers queried said that investment
in real estate was unwise because prices were too
high and losses could be expected. In 1951, with
prices considerably higher, this proportion was cut
in half. Unfamiliarity with these types of assets
continued to be a major reason for not investing
in them (see Table 8 for additional details).
LIQUID ASSETS
In a semi-mobilized economy, consumer invest-
ment in liquid assets can be either a help or a
hindrance to economic stability. If the liquid
assets are firmly held, funds are removed from
consumer markets when goods are in short supply.
If the assets are not held but are used to bid up
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TABLE 8
REASONS FOR ATTITUDES TOWARD VARIOUS INVESTMENTS, EARLY 1951 AND EARLY 1949
 1
[Percentage distribution of spending units within specified income groups]
 2
Type of outlet








Saving by payroll de-
duction
Other
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funds by Government
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Attitude conditioned by
type of real estate, by
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1 In the 1951 survey, the following questions were asked of all farm spending units having incomes of $3,000 or more and of
approximately one-half of other types of spending units haying incomes of $3,000 or more: "Suppose a man has some money over and
above what he needs for his expenses. What do you think would be the wisest thing for him to do with it nowadays: put it in the
bank, buy Government savings bonds with it, invest it in real estate or buy common stock?" "Why do you make that choice?"
"You didn't discuss common stock or bank deposits, what do you think of them?"
In the 1949 survey, the alternatives posed were "put it in a savings account or in a checking account, buy Government savings
bonds with it, invest in real estate or buy common stock with it?" Other questions were the same as in 1951.
2 Since some spending units gave more than one reason for approving or disapproving various investments, the sum of entries
relating to various attitudes will exceed 100 per cent.
8 Included among other reasons in 1949.
4 In 1949, approvals or disapprovals without supporting reasons were grouped under "Attitude not ascertained."
•| In the 1949 interviews, respondents' attitudes toward checking and savings accounts were evaluated separately.
6fcNo cases reported or less than one-half of 1 per cent.
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the price of scarce commodities, there is added in-
flationary pressure. For this reason it is important
to know the distribution of liquid assets among
various groups of the population and the attitudes
of owners toward retaining their holdings or in-
creasing them.
5
Frequency and size of liquid asset holdings. The
proportion of consumer spending units owning
some liquid assets in the form of United States
Government bonds, savings and checking accounts
in banks, postal savings, and shares in savings and
loan associations or in credit unions increased in
1950 for the first time since the end of the war.
The increase was small (from 69 to 72 per cent)
but it reversed a persistent decline and was a
step in the direction of increasing the volume of
liquid saving. The number of liquid asset holders
—roughly 39 million—was approximately 3 million
larger than a year earlier and more than 4 million
larger than in early 1946. It should be noted that
holdings of currency are not included in any liquid
asset tabulations from the survey.
As is shown in Table 9, the increased frequency
of liquid asset holdings was concentrated in
TABLE 9
SIZE OF LIQUID ASSET HOLDINGS OF SPENDING UNITS
 1












Median holding, all units. . .






























































1 Liquid asset groupings refer to holdings at time of interviews
in January, February, and early March of year indicated.
2 Includes all types of U. S. Government bonds, checking ac-
counts, savings accounts in banks, postal sayings, and shares in
savings and loan associations and credit unions. Excludes cur-
rency. Data for 1949 do not include shares in credit unions,
which are relatively small in aggregate amount and not likely
to affect totals significantly.
medium holdings ($200-$ 1,999). There was a
decline in large holdings ($2,000 or more) which
reflected similar declines among most income and
occupational groups (see Tables 21-23 at the end
of this article). This widespread reduction in
5 Data for liquid asset holdings on a family basis were
not available in time for inclusion in this article. They
will be presented in a subsequent article.
large holdings probably reflects the surge of buying
and investment that took place following the out-
break of fighting in Korea.
For all spending units, including nonholders as
well as holders, the median amount of liquid
assets held early this year was $300 compared with
$250 at the beginning of 1950 and $400 early in
1946.
6 For the 39 million spending units having
some liquid assets at the beginning of this year,
the median amount held was $710. This was about
$100 less than a year earlier and was the lowest
value found in any of this series of surveys.
Distribution of total liquid assets. There was
little change during 1950 in the proportion of total
liquid assets that was owned by the tenth of the
population with the highest money incomes. The
share of the highest tenth, which had declined
sharply in 1949, continued at about its postwar low
of 36 per cent. In the period from early 1947 to
1949 it had ranged between 39 and 44 per cent
(see Table 10). Information on the distribution
TABLE 10
PROPORTION OF LIQUID ASSETS HELD BY EACH TENTH OF THE
NATION'S SPENDING UNITS WHEN RANKED



































































































































1 Liquid asset data refer to holdings at time of interview in
January, February, and early March of year indicated. Spending
units are ranked in order of their incomes in year prior to year
specified.
NOTE.—Detailed figures may not add to cumulative figures
because of rounding.
of liquid assets among income groups is given in
Table 24 at the end of this article.
There was also little change in the proportion
of total liquid assets held by the top tenth of the
8 Figures for 1946 appear in the Federal Reserve BULLETIN
for July 1948, Table 1, p. 767. In interpreting survey data
on liquid asset holdings it is important to keep in mind
that they reflect serious understatement because of memory
errors and other deficiencies. For fuller discussion, see
"Methods of the Survey of Consumer Finances," Federal
Reserve BULLETIN, July 1950, pp. 795-809.
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population when ranked according to size of liquid
asset holdings, as can be seen in Table 11.
TABLE 11
PROPORTION OF LIQUID ASSETS HELD BY EACH TENTH OF THE
NATION'S SPENDING UNITS WHEN RANKED
BY SIZE OF LIQUID ASSET HOLDINGS
 a























































1 Liquid asset data refer to holdings at time of interview in
January, February, and early March of year indicated.
2 Less than one-half of 1 per cent.
In trying to evaluate the potential effects of
consumer holdings of liquid assets, it is helpful
to know the total dollar amount of liquid assets
held by broad income groups. Survey estimates
of total liquid asset holdings are of limited value
for this purpose, inasmuch as faulty memory or
unwillingness to furnish information about such
holdings results in a substantial amount of under-
reporting. Estimates based on Treasury and bank-
ing statistics are considered more reliable, even
though these also are subject to error. These esti-
mates indicate that individual holdings of liquid
assets of the types covered by the survey aggregated
approximately 140 billion dollars at the end of
1950. This total can be roughly adjusted and dis-
tributed according to survey findings on the per-
centage distribution of holdings by income groups.
In making this calculation, it has been assumed that
holdings based on Treasury and banking sources
are distributed percentagewise among the income
tenths in about the same way as data derived from
the survey. In such a calculation, it must be
noted that the estimates based on Treasury and
banking statistics relate to the entire population,
while survey estimates include only persons living
in private households. Furthermore, the two
sets of data may differ in their classification of
individual liquid asset holdings as personal or
nonpersonal.
It is estimated that the 5 million spending units
making up the top 10 per cent of the income
receivers (with annual incomes of $6,200 or more)
held roughly 49 billion dollars in the form of
United States Government bonds and savings
and checking accounts at the beginning of 1951.
The next 21.5 million spending units, which make
up the remainder of the top half of the income
receivers (incomes of $3,000 to $6,200) accounted
for approximately 51 billion dollars; and the 26.5
million consumer units in the lower half of the
income distribution (incomes of less than $3,000)
held about 35 billion dollars. The remaining 5
billion dollars represented the approximate hold-
ings of institutions and groups not covered by the
survey.
Approximately 8 million entrepreneurs (self-em-
ployed businessmen and farm operators) held some-
what more than one-fifth of the total of personal
TABLE 12
TYPE AND SIZE OF LIQUID ASSET HOLDINGS
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1 Liquid asset data are based on interviews in January, Feb-
ruary, and early March of year indicated.
2 Includes all types of U. S. Government bonds, checking ac-
counts, savings accounts in banks, postal savings, and shares in
savings and loan associations and credit unions. Excludes cur-
rency. Data for 1949 do not include shares in credit unions,
which are relatively small in aggregate amount and not likely to
affect totals significantly.
3 Amounts for 1951, 1950, 1949, and 1948 are shown at 83 per
cent, 81 per cent, 80 per cent, and 79 per cent, respectively, of
maturity value, except for recent purchases, which are shown at
purchase price. Amounts for 1947 and 1946 are shown at purchase
price.
4 Includes savings accounts in banks, postal savings, and shares
in savings and loan associations and credit unions. Data for 1949
exclude shares in credit unions.
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TABLE 13
CHANGE IN LIQUID ASSET HOLDINGS OF SPENDING UNITS WITHIN INCOME GROUPS
















































































































































































1 Change during 1950 is based on holdings of liquid assets in early 1951 and a year earlier as reported by spending units during Jan-
uary-March 1951; change for 1949 is similarly computed.
2 Includes change in assets due to accrual of interest on U. S. savings bonds (Series A-F).
3 No liquid assets at beginning or end of period.
4 Total includes units for which income was not ascertained and thus exceeds sum of income groups.
6 No cases reported or less than one-half of 1 per cent.
liquid assets or about 30 billion dollars. For many
of these individuals, personal funds were not held
separately from business accounts. Where this was
true, both personal and business funds were in-
cluded. The professional, semiprofessional, and
managerial groups together accounted for another
fifth, about 29 billion dollars. The wage earning
group (clerical and sales, skilled and semiskilled,
and unskilled and service) held one-third or about
45 billion. The remainder of the population, in-
cluding the retired, housewives, students, etc., held
slightly more than one-fifth or about 30 billion.
Types of liquid assets. An increase in the pro-
portion of consumers owning savings accounts in
1950, accompanied by a cessation of the decline in
the proportion holding savings bonds and of the in-
crease in the proportion holding checking accounts,
reversed another trend that had developed in recent
years (see Table 12 and Tables 21 and 23 at the end
of this article for additional details). This develop-
ment may have resulted partly from the transfer of
funds from persons who utilized them for purchases
or investment in 1950 to persons who were less
active spenders. The funds may therefore have
ended up in savings accounts and bonds.
Survey data furnish the basis for estimating that
somewhat more than half (55 per cent) of total
personal holdings of United States Government
A-F savings bonds were owned by spending units
with incomes of $5,000 or more. A fourth of the
total (26 per cent) were held by units with incomes
between $3,000 and $4,999 and the balance (19 per
cent) by units in the lower half of the income
distribution (less than $3,000).
Purposes for which liquid assets were used. The
proportion of spending units reporting increases
in their liquid assets was larger in 1950 than in 1949
TABLE 14
INCOMES OF SPENDING UNITS INITIATING OR EXHAUSTING
LIQUID ASSET HOLDINGS
 1
























































































1 Based on interviews in January-March following year specified.
Respondents were asked about their holdings of liquid assets at
time of interview and also a year earlier. These data are based
on relatively few cases and are only rough approximations.
* Includes spending units formed during year specified which did
not possess liquid assets at time of interview early in following
year.
8 No cases reported or less than one-half of 1 per cent.
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TABLE 15
MAJOR USES OF FUNDS OBTAINED BY REDUCING LIQUID ASSETS
 l














Income of $5,000 or more:
Liquid asset reduction—
Any amount
Under $500 . . .
$500 or more


























































































































































































































































1 This table is based on answers to two questions asked of spending units reporting reductions in liquid assets: "What sort of things
did you use this money for?" and "Did you have any large expenses we did not talk about, for instance, doctor and hospital bills, expenses
for moving or trips or the like?"
2 Details add to more than 100 per cent because some units reported more than one reason for reducing liquid assets.
3 Reported as reasons for reducing liquid assets.
4 Includes purchases of securities and real estate and investment in privately owned businesses.
5 Includes travel, amusements, vacations, furs, jewelry, etc.
6 Includes repairs and additions to houses, education, car repairs, taxes, loans to friends and family, moving, farm operating ex-
penses, etc.
7 Repayment of debt was included with investments in 1949 data. Comparable treatment of 1950 data would result in figures some-
what less than sum of investments and repayment of debt because some spending units reported both types of expenditures.
8 Luxuries were included with other large outlays in 1949 data. Comparable treatment of 1950 data would result in figures some-
what less than sum of luxuries and other large outlays because some spending units reported both types of expenditures.
or in 1948 while the proportion reporting decreases
was about the same as in the earlier years (see
Table 13). These reports are consistent with the
finding that the proportion of units owning liquid
assets was larger than a year earlier and that more
consumers became liquid asset holders during 1950
than exhausted their liquid assets (see Table 14 for
details).
Spending units that reduced their liquid assets
were asked to indicate the uses to which the funds
were put. As in previous years, medical expenses
were cited most frequently. Living expenses were
next most frequently mentioned when the amounts
involved were small (less than $500) and durable
goods purchases when the amounts were large
($500 or more). There was a substantial increase
from the previous year in the proportion of con-
sumers that reported using large amounts of liquid
assets for purchases of durable goods (see Table 15).
Plans for maturing savings bonds. On the basis
of survey data, in early 1951 an estimated 16 per
cent of all spending units owned some savings bonds
that would mature in 1951 or 1952. The amount
held was less than $200 in 5 of every 10 cases, be-
tween $200 and $999 in about 3 of every 10 cases,
and $1,000 or more in more than 1 of every 10
(see Tables 16 and 17 for additional details).
Reports of amounts of maturing bonds obtained
by the survey represent roughly 3.5 billion dollars
or approximately 70 per cent of the total of matur-
ing bonds, according to Treasury figures. Although
some of the difference is no doubt due to the omis-
sion from the survey of estates and trusts, as well
as of some individuals who own maturing bonds,
survey findings on this point should be considered
with caution.
Approximately 4 of every 10 holders had no
plans for these funds or were uncertain about them.
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TABLE 16










































































1 Total includes units for which income was not ascertained and
thus exceeds sum of income groups.
For the 6 in 10 that did have plans, somewhat more
than half intended to reinvest directly in savings
bonds and a fifth intended to acquire some simi-
larly noninflationary investment (see Table 18).
Those with plans accounted for approximately 70
per cent of the 3.5 billion dollars of maturing savings
bonds reported in the survey. It was found that
the amounts that were planned to be reinvested in
savings bonds, to be used for repayment of debts,
or to be put in the bank added up to about two-
thirds of the total. Another fourth of the amount
was tentatively scheduled to be used for investment,
purchase of durable goods, and various other ex-
penditures. Approximately one-tenth of the amount
was held by people who had more than one in-
tended use for the money. Altogether, these data
would seem to indicate that substantially more
than half of the amount of the maturing bonds will
probably be reinvested in savings bonds or some
other similarly noninflationary investment.
TABLE 17
RELATION OF MATURING SAVINGS BONDS TO TOTAL HOLDINGS OF LIQUID ASSETS AND OF UNITED STATES GOVERNMENT BONDS
EARLY 1951










$1 000 and over
Undetermined amount
Not ascertained...


































































































































































































1 No cases reported or less than one-half of 1 per cent.
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TABLE 18
PLANNED USE OF MONEY RECEIVED FROM SAVINGS BONDS MATURING IN 1951-52
 1
[Percentage distribution of spending units within specified groups]
 2
Planned use
Reinvestment in Government bonds
Deposit in bank, save . .
House or farm purchase, house improvement,
purchase of real estate other than house, invest-
ment in business, purchase of securities
Repayment of debt
Purchase of car or other durable good
General living expenses (emergencies, sickness). . .
Other expenditures (children's education, etc.).. .
































































Recipients of specified money


































1 This table is based on answers to the following questions: "Do you have any war or savings bonds whose 10 years will be up in 1951
or 1952?" "How much will you receive from these bonds?" "Have you made any special plans about what you'll do with that money?"
"What are they?"
2 Percentages will total more than 100 because some respondents reported two or more prospective uses.
3 No cases reported or less than one-half of 1 per cent.
TABLE 19
CHANGE IN FINANCIAL SITUATION WITHIN OCCUPATIONAL GROUPS


















































































































































































1 Change reported in interviews during January, February, and early March of year indicated.
2 No cases reported or less than one-half of 1 per cent.
TABLE 20
















Clerical and sales . . . .
Skilled and semiskilled
Unskilled and service






























































































































































































































1 Expected relation of annual income of current year to income of previous year as obtained in interviews during January-March
1951 and 1950.
2 Income groups relate to income in year prior to year specified.
3 No cases reported or less than one-half of 1 per cent.
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TABLE 21
TYPE AND SIZE OF LIQUID ASSET HOLDINGS WITHIN INCOME GROUPS *
[Percentage distribution of spending units]

























































































































































































































































































































1 Liquid asset data are based on interviews in January, February, and early March of year indicated. Income groups are based on
annual money income before taxes in year prior to year indicated.
2 Includes all types of U. S. Government bonds, checking accounts, savings accounts in banks, postal savings, and shares in savings
and loan associations aad credit unions. Excludes currency. Data for 1949 do not include shares in credit unions, which are relatively
small in aggregate amount and not likely to affect totals significantly.
•Amounts for 1951, 1950, and 1949 are shown at 83 per cent, 81 per cent, and 80 per cent, respectively, of maturity value, except
for recent purchases, which are shown at purchase price.
* Includes savings accounts in banks, postal savings, and shares in savings and loan associations and credit unions. Data for 1949
exclude shares in credit unions.
TABLE 22
MEDIAN LIQUID ASSET HOLDINGS OF SPENDING UNITS WITHIN INCOME GROUPS '
Money income before taxes
Percentage distribution
of spending units
1950 1949 1948 1946
Median liquid asset holding
within income group


























































100 100 100 100 $300 $250 $300 $470
i Median liquid asset holding is amount held by middlemost unit in a ranking of spending units within each income group in order
of their holdings of liquid assets. Income groups relate to income of year previous to interview, and amount of liquid assets represents
holdings at time of interviews in January, February, and early March.
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TABLE 23
TYPE AND SIZE OF LIQUID ASSET HOLDINGS WITHIN OCCUPATIONAL GROUPS
 1






































































































































































































































































































































































































1 Liquid asset data for 1951 are based on interviews in January-March 1951; for 1950 on interviews in January-March 1950.
2 Includes all types of U. S. Government bonds, checking accounts, savings accounts in banks, postal savings, and shares in savings
and loan associations and credit unions. Excludes currency.
3 Amounts shown at 83 per cent of maturity value in 1951 and 81 per cent in 1950, except for recent purchases, which are included
at purchase price.
4 Excludes postal savings and shares in savings and loan associations and credit unions.
5 Data not available.
TABLE 24
PROPORTION OF LIQUID ASSETS HELD BY INCOME GROUPS OF SPENDING UNITS
 1

























































































































1 Liquid assets held at time of interview early in year indicated by spending units reporting specified incomes for year preceding
year of interview.
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TECHNICAL NOTE ON THE SAMPLING LIMITATIONS OF THE SURVEY
Changes from year to year in survey findings
may result from many factors. Among the most
important of these are (1) actual changes in the
basic situation which it is the main objective of the
survey to measure; and (2) random shifts due
principally to the particular samples of persons in-
terviewed (sampling variation). Other factors
which affect findings, though important, would
be as prevalent in a complete census of the entire
population as in a carefully selected sample. These
include such factors as reporting errors made by
those being interviewed, differences in the ques-
tionnaire from year to year, differences in interpre-
tation given either by the respondent to the ques-
SAMPLING ERRORS OF DIFFERENCES
 1
Differences required for significance (95 per cent probability)
in comparisons of percentages derived from successive Surveys










































500 700 1,000 3.500
2
iges from about 30 per cent










For percentages around 20 per cent
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percentages around 5 per cent















1 The sampling error does not measure the actual error that is
involved in specific survey measurements. It shows that—-except
for nonsampling errors, errors in reporting, in interpretation, etc.—•
differences larger than those found in the table will arise by chance
in only 5 cases in 100.
1 The entire sample of each survey.
tion asked or by the interviewer to the answer
given, and differences in processing the data.
In appraising changes in survey findings, it must
be kept in mind that the value of change deter-
mined from the survey represents the best available
(i.e., most probable) estimate of the true value.
Generally, if differences are greater than may be
attributed to chance variation in the selection of
the particular samples (see the accompanying table
of sampling errors of differences), one may assume
that a real change has taken place. What conclu-
sions can be justified then if the difference between
two survey data is smaller than might be due to
sampling variation alone?
In some cases in the 1951 survey the proportion
early this year of those intending to buy a certain
commodity was slightly larger than the proportion
having similar intentions early in 1950. The
difference was not statistically significant (less than
might result from sampling variation), but it does
not follow that there was no difference between
the two proportions. Nor does it follow necessarily
that the proportion was larger in 1951 than in 1950.
What can be said is that the order of magnitude
of the two proportions remained the same, but
the chances are somewhat greater of an increase
from 1950 to 1951 than of a decrease.
Sample surveys yield information which approxi-
mates the true order of magnitude of data but do
not produce exact values. Expressing the results
in terms of an estimated number of spending units
or of aggregate dollar amounts may imply an
unwarranted degree of certainty and is justified
only because in this form the results are more
easily interpreted and understood and, therefore,
more useful. It must be remembered, however,
that such magnitudes fall within a relatively large
margin of error, and that the width of the margin
may have a bearing on the interpretation of the
data.
These qualifications, both as to the significance
of the changes from one survey to the next and as
to the aggregate estimates presented, are important
to keep in mind in using the data shown in the
various tables and in appraising the results pre-
sented throughout the series of articles.
For a fuller discussion of the methods of the
survey and of the sampling and other limitations
of the data, see "Methods of the Survey of Con-
sumer Finances" in the July 1950 BULLETIN.
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